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Dear Members of the Board,

| am pleased to present the Fiscal Year 2015 Report on Debt Management. This is the final iteration of the
annual debt management report issued before the completion of the new statewide debt affordability study
launched earlier this year.

In June 2016 at the request of our office, the General Assembly approved legislation that strengthens
Rhode Island’s debt management, including changes to the Public Finance Management Board's (PFMB’s)
statutory charge. While Exhibit A of this report has a complete summary of these legislative changes, new
PFMB reporting requirements are of note. Specifically, the 2016 legislation contains reporting requirements
that call for the PFMB to produce a debt affordability study, which will include recommended limits of debt
capacity for each issuer of debt in the State, no less frequently than every two years. This study will
evaluate the capacity of state, regional, municipal, public and quasi-public corporations, fire districts and
special districts that have the authority to issue revenue bonds, general obligation bonds or notes, and
lease participation certificates to issue such obligations.

The PFMB and Treasury staff have begun work on the debt affordability study, with a goal of completing
the study in early 2017. This will be the first debt affordability study the state has undertaken since the
1990s and the first time that such a study will include recommended debt affordability targets for all Rhode
Island debt issuers. Going forward, it is likely that the nature and scope of this annual report will change
materially once the PFMB begins releasing its bi-annual debt affordability study.

Among the highlights from this year's annual report, which is based on public debt data at the close of the
of the 2015 fiscal year:

e The state’s net tax supported debt totaled $1.717 billion at the close of FY 2015, compared to
$1.816 hillion at the close of FY 2014.

e The ratio of total state tax supported debt service to general revenues during FY 2015 was 6.33%,
well within the PFMB'’s guideline of 7.5%. Total state tax supported debt to personal income was
3.27%, which was below the 5.0% to 6.0% guideline. It should be noted that both of these
guidelines, which have been unchanged since 1999, may be revisited following the completion of
the new affordability study.



e In connection with the issuance of State GO bonds in 2016 the rating agencies published credit
reports maintaining ratings of Aa2/AA/AA by Moody’s, Standard & Poor’s and Fitch, respectively.
Notably, each of the rating agencies also now has applied a long term ratings outlook of stable.
This year is the first time since 2007 that all three agencies have a stable outlook on the State’s
GO bonds.

e Total quasi-public agency debt totaled $7.70 billion at the close of FY 2015, compared to $8.09
billion at the close of FY 2014.

e Municipal tax-supported debt totaled $1.58 billion at the close of FY 2015, compared to $1.65
billion at the close of FY 2014.

As demonstrated by the following report, Rhode Island’s recent fiscal policy reforms and investments in
economic development have contributed to a strengthened fiscal condition.

e As a result of the state’s 2011 pension reform and 2015 settlement agreement, the unfunded
pension liability for State employees and teachers is $3.6 billion lower than it was projected to be
before pension reform. The FY 2016 Annual Required Contribution (ARC) is projected to be $400
million lower than it would have been without pension reform.

e The Reinventing Medicaid Act of 2015 is on track to save over $77 million in state Medicaid
spending annually without cutting eligibility or reducing benefits.

e During FY 2015 general fund revenues exceeded previous forecasts by $24.4 million.

The combination of higher than anticipated revenue and reductions to structural liabilities has led to
demonstrable progress in reducing the state’s structural deficit — in 2013 the FY 2018 deficit was projected
to be $469 million; it is now projected to be less than $200 million.

e For the fifth consecutive year the State has not had to issue tax-anticipation notes after needing to
in 17 of the previous 23 years (1988-2010). This improvement reflects the build-up of the budget
stabilization fund and other reserves as well as improved cash management.

e The state’s liquidity and budgeting practices have improved significantly in recent years: the state
currently maintains a fully-funded budget stabilization fund equivalent to 5% of anticipated
revenues, and enacts budgets based on 97% of anticipated revenues.

Rhode Island has made steady progress in improving its fiscal condition over the past few years. Moreover,
the recently enacted debt management reform legislation will help bring Rhode Island closer in line with
national best practices, and will empower the PFMB to better fulfill its original purpose of providing strong
reporting and accountability for all public debt throughout the state. This revised annual report and the
upcoming debt affordability study, combined with the ongoing, expanded efforts of Treasury’s Division of
Debt Management, will further improve the State’s financial standing, allowing for more efficient and robust
investments in our local economy that will benefit all Rhode Islanders.

Sincerely,
S Ty

Seth Magaziner
General Treasurer



Section 1- 2015 Highlights

Rhode Island’s Debt Burden Remains Moderately High, but Overall Net Tax-Supported Debt
is Decreasing

Rhode Island’s debt levels are still moderately high relative to most other states, as evidenced by the
following statistics provided by a Moody’s Investor Service State Debt Medians Report (June 2016) and
state budget data.

e Rhode Island ranks 15t highest among all states in Net Tax-Supported Debt as a percent of
personal income, at 3.7% (based on Moody’s calculations and 2014 personal income).

e Rhode Island ranks 13 highest among all states in Net Tax-Supported Debt per capita at
$1,813 (based on Moody’s calculations).

However, despite relatively high debt levels, overall Net Tax-Supported Debt is decreasing:

e Net Tax-Supported Debt decreased annually by 1.7% from FY11-FY15. Personal income
growth for the same period was 3.8%.

e In FY15 the general obligation debt decreased by 7.3% over FY14. From FY11-FY15 general
obligation debt decreased at a rate of 0.6%.

e Over the last four years, Net Tax-Supported Debt decreased by $118.3 million, from $1.84
billion at FY11 to $1.72 billion at FY15, representing a decrease of 5.4% from $1.82 billion at
FY14.

Rhode Island’s Credit Profile Continues to Strengthen, Though More Work Remains

As a result of pension reform, Medicaid reform, investments in economic development and infrastructure,
and other achievements, Rhode Island has made significant strides toward reducing its structural deficit
and strengthening its fiscal and credit position. The following initiatives indicate that Rhode Island is
committed to growing its economy, fixing structural budget imbalances, and reducing long-term cost
drivers:

e Pension Reform- Rhode Island successfully reached a 2015 settlement agreement with most of
the parties bringing legal actions related to the pension reforms enacted through the 2011 Rhode
Island Retirement Security Act (RIRSA). This settlement is projected to preserve more than 92% of
the savings of the Rhode Island Retirement Security Act of 2011. As a result of RIRSA, the
unfunded pension liability for State employees and teachers is $3.6 billion lower than it was
projected to be before pension reform. Savings on the FY 2016 ARC is projected to be over $400
million.

e Medicaid Reform- With strong partnership from legislative and community leaders, Rhode Island
passed the Reinventing Medicaid Act of 2015, which is currently being implemented and is on track
to save $77 million in state Medicaid spending in 2016 without cutting eligibility or reducing
benefits. In outer years, the savings associated with these initiatives are projected to be even
larger, including over $100 million in projected savings in FY 2017 (compared to projected costs
without this reform).

e Long-term Deficit Reduction- Though the state budget's outer-year projections still predict
deficits, projected deficits are significantly smaller than the projections from prior years. Three
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years ago, the state was projecting a $469 million FY 2018 deficit. Now the state projects a FY
2018 deficit of less than $200 million. Out-year deficits on the five-year time horizon were once
nearly a half of a billion dollars; now they are significantly lower. For example, the FY 2017 budget
as enacted projects a FY 2021 budget deficit of $313.6 million

Investments in Economic Development- Since 2015 Rhode Island has launched a series of
significant proactive policies aimed at growing the economy, reducing the cost of doing business,
and promoting a skilled workforce (see table below). Taken together, the new programs provide a
more robust toolkit for state economic development officials to retain, grow, and attract businesses
and talent in Rhode Island, thereby addressing some of the economy’s underlying structural
challenges.

Key New Economic Development Programs*

Program Description

Redeemable tax credits covering up to 20% — and, in some cases, 30% — of projects costs.
Commercial office, industrial, residential, mixed use development, ground-up construction and
historic rehab can qualify. A minimum project cost of $5 million and certain square
footage/project size minimums may apply. Approved projects can also be exempted from
sales tax on construction materials, furnishings and equipment.

Companies expanding their workforce in RI or relocating jobs from out of state can receive
annual, redeemable tax credits for up to 10 years. Credits can equal up to $7,500 per job
per year, depending on the wage level and other criteria. The minimum number of new jobs
needed to qualify varies by industry and company size, but can be as few as 20, or even 10,

Rebuild RI Tax
Credit

Qualified Jobs
Incentive Tax

Credit ) ; . . . .
jobs. The first 500 jobs approved under the program will receive the maximum credit
available.
FirstWave Discretionary fund provides gap financing in the form of a loan or conditional grantto support
Economic projects that result in job creation or retention. Factors considered include economic impact,

Development  amount of financing gap; strategic importance; quality and number of jobs; quality of indstury
Closing Fund  and project, and competitive offers regarding the project from other entities.

Competitive grants provided for starting, growing, or improving industry sector parterships,

Industry Cluster . ) . )
including encouraging companies tow ork together to solve problems, exchange technology

Grants
ran and share talent
A financial incentive for graduates of Rhode Island colleges and universities to stay in Rhode
Wavemaker !
Fellowship Island. Studentloan payments are defrayed for up to four years for graduates pursuing

careers or staring businesses in technology, engineering, design and other key sectors.

*This list does not represent all economic development incentives offered by the Commerce Corporation.

Investments in Infrastructure- During the 2016 legislative session Rhode Island launched the
RhodeWorks plan, an ambitious effort to repair the state’s infrastructure. The legislation provided
authorization for $300 million in new GARVEE bonding authority; the refunding of existing,
outstanding GARVEE bonds; and authorization for ongoing funding from tractor trailer tolling
(estimated to raise $45 million annually). Since the legislation, the Commerce Corporation issued
Series 2016A GARVEE Refunding Bonds, providing over $129 million to the Department of
Transportation over the next three years. The Commerce Corporation is currently pursuing a new
money issuance of approximately $250 million, which, together with the original issue premium, will
generate the authorized $300 million in GARVEE project funds. Together, these financing
initiatives will fund numerous critical infrastructure upgrades across the state, employing thousands
of tradesmen and women.

Responsible Cash and Budget Management- Rhode Island has maintained a strong cash
position, and has not borrowed for cash flow purposes since FY 2012. Treasury continues to
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require that all state deposits be collateralized at 102 percent, and continues to maintain strong
controls to ensure all obligations are met in a timely fashion. Moreover, Rhode Island statute
requires that the Rainy Day Fund be capped at 5 percent of spending. The enacted FY 2017
budget included a fully funded Rainy Day Fund balance of $189.9 million.

Rhode Island’s efforts to improve its credit position continue to be recognized by the credit rating agencies,
which have all issued stable guidance on the state’s credit ratings. The following table summarizes the
credit strengths and weaknesses as identified by Moody’s, S&P and Fitch rating agencies in their most

recent reports published in April 2016.

Credit Strengths Credit Weaknesses
Fitch Ratings | ¢ State’s financial operations are conservatively » Economic performance remains below national
(AA) managed and State proactively acts to close levels with weaker demographic profile of very
budget gaps slow population growth and a slightly older
* State has experienced improved financial population
position with general revenues increasing for the |  State’s combined burden of debt and unfunded
fifth and sixth consecutive years in 2014, 2015 pension liabilities is well above average
* State’s liabilities have stabilized with more
disciplined debt issuance policies, cash-funding
of projects, and settlement of pension litigation
Moody’s * Strong financial management practices including | * Economy that has long lagged the nation’s
(Aa2) consensus revenue forecasting and multi-year * Weak demographics
financial planning * High relative combined debt and pension
* Consistent maintenance of reserves resulting in liabilities
positive general fund balances
* Narrow but improving liquidity
Standard & * Strong government framework and financial * Relatively weak economy compared with that of
Poor’s (AA) management as demonstrated by budget many other states with recovery of only 70% of
adjustments that closed large gaps and fully jobs lost during the recession
funded reserves in recent fiscal years * Budget is structurally unbalanced and relies on
* General revenue mix is a strength with no one-time revenues
significant concentration in a single revenue * Low pension funding levels, even after recently
source adopted reforms

Section 5 of this report further elaborates on recent assessments Rhode Island has received from rating

agencies.

Rhode Island is Adopting Stronger Debt Management Practices

In 2016, Treasurer Magaziner proposed and the General Assembly approved a series of measures to
strengthen management of public debt in Rhode Island. Among these changes is the requirement that the
PFMB produce debt affordability studies no less than every two years, the creation of an office of debt
management tasked with overseeing the issuance, compliance, monitoring and forecasting of state debt,
and stronger reporting requirements for municipal and quasi-public debt issuers. The new debt
management policies adopted in 2016 are detailed further in Exhibit A.



Section 2 — Rhode Island State Credit Guidelines

Traditionally, Rhode Island has relied on the PFMB’s credit guidelines to assess overall debt levels. These
guidelines were adopted in 1997 and revised in 1999, and will be reviewed as one component of the state’s
ongoing 2016-2017 debt affordability study. The current guidelines include:

Credit Guideline 1: Tax-Supported Debt to not exceed the target range of 5.0% to 6.0% of personal
income, and annual debt service for Tax-Supported Debt to not exceed 7.5% of General
Revenues. It is anticipated that fluctuation of this ratio over the long-term will be affected by both
variations in personal income levels and debt issuance. The target ranges will continue to be
reviewed on an annual basis with consideration given to trends in the State’s debt level and
upcoming infrastructure projects.

Credit Guideline 2: The Board should monitor the total amount of Tax-Supported Debt, State
Supported Revenue Debt, and Agency Revenue Debt in relation to the State’s personal income.

Credit Guideline 3: The Credit Guidelines may be exceeded temporarily under certain extraordinary
conditions. If a Credit Guideline is exceeded due to economic or financial circumstances, the
Board should request that the Governor and the Legislature recommend a plan to return debt

levels to the Guidelines within five years.

Guidelines Applied to FY 2015 Data:

The debt projections in this report remain within
the Credit Guidelines relating to Net Debt to
Personal Income, as the ratio will decline from
3.2% at FY16 to 2.6% at FY20. From FY11 to
FY15, Personal Income grew at a rate of 3.8%,
while Net Tax-Supported Debt decreased by
1.7%. The combination of higher Personal
Income growth and lower debt growth resulted in
the Net Debt to Personal Income ratio of 4.1% at
FY11 decreasing to 3.3% for FY15.

Annual Debt Service as a percentage of
revenues decreased from 6.7% in FY11 to 6.3%
in FY15. Out year projections remain below the
7.5% PFMB guideline, but assume no additional
debt is authorized. 1

Net Debt / Personal Income
8.00% -
6.00% -
4.00% -

2.00% -

0.00% -
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

mmm Net Debt / Personal Income Standard

Annual Debt Service / General Revenue
8.00%
6.00%
4.00%
2.00%

0.00%
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

mmm Annual Debt Service / General Revenue Standard

! The budget as enacted includes appendixes (A-3 and A-4) that project tax-supported debt and other obligations, including debt
ratios, out five years. This data has traditionally been incorporated into previous PFMB reports in “Table 3-3" and is based on a
schedule of proposed issuance (by agency) incorporated into the enacted budget (referred to as “Schedule 1”). All of the
authorized, but unissued general obligation debt is accounted for in these numbers, as is new general obligation debt proposed
and enacted for the 2016 and 2018 ballots. In terms of non-general obligation debt, only those items that the state expects to

issue during this period are included in this schedule

8




Section 3 - Classification of State Debt
The PFMB has historically classified four types of debt for review in this study: tax-supported debt, state-
supported revenue debt, agency revenue debt, and conduit debt:

Tax-Supported Debt: Tax-Supported Debt is payable from or secured by general taxes and
revenues of the State or by specific State collected taxes that are pledged to pay a particular debt.
Because of the claim this debt has on the State’s credit, this is the most relevant debt figure to
State taxpayers.

State Supported Revenue Debt: State Supported Revenue Debt is payable from specified
revenues pledged for debt service which are not general taxes and revenues of the State.
However, the State provides additional credit support to repay this debt if the pledged revenues are
insufficient to meet scheduled debt service requirements. Because of the contingent nature of the
State Credit Support, this figure is somewhat less important than Tax Supported Debt. This type of
debt includes “moral obligation” debt.

Agency Revenue Debt: Agency Revenue Debt is similar to State Supported Revenue Debt; except
that no State credit support is legally pledged for repayment and the assets financed are State
owned enterprises that are intended to be supported by internally generated fees and revenues.
While this type of debt is not supported by State taxes, the agencies and public corporations
responsible for this debt may also have financed some assets with State general obligation debt,
thereby indirectly linking such debt to the State.

Conduit Debt: Conduit Debt is issued by a state agency or public corporation on behalf of
borrowers which include businesses, health care institutions, private higher education institutions,
local governments, and qualified individuals (loans for higher education and housing purposes).
No State credit support is provided.

Statewide Quasi-Public Issuers

There are currently 15 different statewide quasi-public debt issuers that have been authorized to sell
various types of obligations. The table below presents a list of each issuer and the type of debt each

has issued.
Tax-Supported Revenue Debt Agency Conduit

Issuer Debt (State Credit Support) Revenue Debt Debt
Airport Corporation X
R.l. Infrastructure Bank X
Convention Center Authority X
R.I. Commerce Corporation X X X
Health and Education Building Corp. X
Housing, Mortgage, and Finance Corp. X X X
Industrial Facilities Corp. X X
Narragansett Bay Commission X
Resource Recovery Corporation X
State of Rhode Island-Capital Leases X
State of Rhode Island-GO Bonds X
State Universities and Colleges X
Student Loan Authority X
Turnpike and Bridge Authority X
Water Resources Board X

Note: The Airport Corporation issues debt through the Commerce Corporation. Also, the RI Industrial-Recreational Building Authority
insures bonds, and the Rl Water Resources Board Corporate previously issued revenue bonds, before its dissolution in 2015.
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Rhode Island FY 2015 Debt Statement

Tax-Supported Debt

State Supported Revenue
Debt

Agency Revenue Debt

Conduit Debt

Table 1
Rhode Island Debt Statement

(as of June 30, 2015, dollars in millions, principal amount )

General Obligation Bonds
Capital Leases

Convention Center Authority
R.l. Commerce Corporation

Gross Tax-Supported Debt
Agency Payments

Net Tax-Supported Debt

R.I. Commerce Corporation - Providence Place Mall

R.I. Housing

Industrial Recreational Building Authority - Insured
Industrial Facilities Corporation

State Supported Revenue Debt

Airport Corporation

R.l. Commerce Corporation

R.I. Commerce Corporation - GARVEE Bonds, Federally Funded
R.I. Housing

Narragansett Bay Commission

Resource Recovery Corporation

State University and Colleges

Turnpike and Bridge Authority

Water Resources Board

Agency Revenue Debt

R.l. Infrastructure Bank

Health and Educational Building Corporation
R.I. Housing

Industrial Facilities Corporation

Student Loan Authority

Conduit Debt

6/30/2013 6/30/2014 6/30/2015
1,1194 1,039 10229
2330 2076 2351
2370 2269 2162
3219 2893 2538
19113 18277 17280
(214)  (121)  (109)
$1,8809 $18156 $1717.1
226 203 17.9
164.2 131.9 875
16.1 14.9 11.3
$202.9  $167.1  $1167
3231 3156 3009
712 76.7 75.8
3116 2790 2449
5.0 5.0 5.0
5629 6196 5890
40.0 365 329
3115 2477 2386
64.3 871 1192

2.3 0.6 0.0
$1,6919 $1667.8 $1,606.3
7469 7141 7465
27845 29138 28513
13970 13117 12610
63.6 57.6 50.7
7628 6986 6117
$5,7548 $5755.8  $5521.2

Sources: FY 17 Capital Budget and Treasury Survey of R.l. Quasi-Public Corporations subject to their revisions.
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Historic Breakdown

Historic budget data provides historic insight into Rhode Island’s four classifications of debt levels as a
percentage of personal income (Tax-Supported; Revenue; Conduit; and Agency Revenue).

Tax-Supported Debt, State Supported Revenue Debt, Conduit
Debt and Agency Revenue Debt as a Percent of Personal Income

2011 2012 2013 2014 2015

B Tax-Supported ™ State Supported m Agency Revenue Conduit

This graph demonstrates that each of the four categories of debt as a percentage of personal income has
declined since FY 2011. It also illustrates the relative differences between categories. For example, in FY
2015, Conduit debt as a percent of personal income (10.5 percent) was over three times greater than
Agency Revenue debt levels as a percentage of personal income (3.1 percent), and over two times greater
than overall Tax-Supported debt as a percentage of personal income.

Current Tax-Supported Debt

Tax-Supported Debt includes general obligation bonds and bonds payable from leases which are subject to
appropriation from the State’s general fund. Credit ratings for this debt are largely dependent on the
general fiscal condition of the State, amount of Tax-Supported Debt currently outstanding, the
characteristics of the specific tax that is pledged for repayment, and the economic conditions of the State.

The table below presents the amounts and types of Tax-Supported Debt for the five years ending June 30,
2015 with resulting debt ratios. For FY15, the State’s Debt to Personal Income ratio of 3.3% and Debt
Service to Revenue ratio of 6.3% were in compliance with the Credit Guideline maximums of 6.0% and
7.5%, respectively. A detailed statement of Outstanding Tax-Supported Debt (actual) as of June 30, 2015 is
presented in Exhibit B.
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Table 2
Tax-Supported Debt: Fiscal Years 2011 - 2015
(dollars in millions, principal amount )
CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY11-15

General Obligation Bonds $ 10494 $ 11106 $ 11194 $ 11039 $ 1,022.9 -0.6%
Capital Leases 2240 2338 2330 207.6 235.1 1.2%
Convention Center Authority 259.6 2505 2370 226.9 216.2 -4.5%
R.l. Commerce Corporation 3230 300.5 3219 289.3 253.8 -5.8%
R.L.H.M.F.C. Neighborhood Opp. Hsing 35
Gross Tax-Supported Debt $ 18595 $ 18954 $ 19113 $ 18277 $ 1,728.0 -1.8%
Agency Payments (24.1) (22.8) (21.9) (12.1) (10.9) -18.0%
Net Tax-Supported Debt $ 18354 $ 18726 $ 18899 $ 18156 $ 1,717.1 -1.7%
Annual Net Tax-Supported Debt Senice (1) $ 2128 $ 2177 $ 2303 $ 2251 $ 2308 2.1%
Debt Ratios: (2)

Annual Debt Service / Revenues (7.5%) 6.7% 6.5% 6.6% 6.3% 6.3% -1.6%

Net Debt/ Personal Income (5% - 6%) 4.1% 4.0% 3.9% 3.6% 3.3% -5.2%

Net Debt / Capita $ 17432 $ 17812 $ 17994 $ 17207 $ 1,627.3 -1.7%
Assumptions:

Revenues (1), (3) $ 31593 $ 33387 $ 34847 $ 35608 $ 3,649.5 3.7%

Personal Income $452918 $46,7448 $488538 $50,6625 $52,487.5 3.8%

Population (4) 1,052,886 1,051,302 1,050,292 1,055173 1,055,173 0.1%
CAGR = Compound Annual Growth Rate
Source: FY 17 Capital Budget
(1) FY12-FY 16 Capital Budgets.
(2) Based on Net Tax-Supported Debt which includes agency payments.
(3) Revenuesinclude actual general revenues plus dedicated gas tax transfers.
(4) Population estimates for 2015 are from the U.S. Census Bureau, September 30, 2015.

As the result of decreases in General Obligation debt, Convention Center Authority debt and R.I.
Commerce Corporation debt, total Net Tax-Supported Debt decreased by a CAGR of 1.7% from FY11 to
FY15. These decreases were partially offset by a 1.2% CAGR increase in Capital Leases debt. State
personal income grew at an annual compound rate of 3.8% while revenues increased by 3.7% over the
same period.
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The Governor, with approval by the General Assembly, also authorizes certain departments to finance the
acquisition of equipment and the acquisition and improvement of buildings by using capital leases. Capital
leases have been used to finance various projects such as the Attorney General’s office, the ACI Intake
Center, the office complex at Howard Center for the Department of Labor and Training and power
generation facilities at the State Colleges and Universities. These capital leases are considered Tax-
Supported Debt by bond credit analysts.

The Commerce Corporation, formerly the Economic Development Corporation (the “EDC") issues debt that
will be paid from State taxes and revenues which represents 14.8% of Net Tax-Supported Debt. This debt
contains unusual credit features, which obligate the State to pay debt service under certain expected
circumstances. Two such previously contracted issues (Fidelity and Fleet leases) carry a moral obligation
and springing appropriation pledge triggered by the firms’ hiring levels, which requires the State to
appropriate funds in the event that certain job hiring targets are met. In the event performance targets are
not met, the State is not obligated to pay under the agreements. The purpose of this type of performance-
based credit structure is to foster economic development, and to justify such appropriations by the
generation of incremental income tax receipts. For this reason, issuance must be carefully monitored and
measured for budget purposes.

Tax-Supported Debt Projections

Using data provided by the State Budget Office from the FY2017 budget as enacted, an estimate of the
Tax-Supported Debt for the FY16 — FY20 period has been developed along with a forecast of certain debt
ratios (see Table 3).

Gross Tax-Supported Debt (excludes adjustments for agency payments) is projected to decrease from
$1,687.3 million in FY16 to $1,682.5 million in FY20 (a 0.1% decrease); and Net Tax-Supported Debt is
projected to slightly increase from $1,677.8 million in FY 2016 to $1,679.0 million in FY 2020.

It also appears that Net Tax-Supported Debt is projected to stay within recommended PFMB debt limits. By
FY 2020, annual Debt Service as a Percentage of Revenues is estimated to be 6.4 percent; and Net Debt
to Personal Income is projected to be 2.6 percent.
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Table 3

Tax-Supported Debt: Fiscal Years 2016 - 2020

Fiscal Years

General Obligation Bonds
Capital Leases

Convention Center Authority
R.l. Commerce Corporation

Gross Tax-Supported Debt
Agency Payments
Net Tax-Supported Debt

Annual Net Tax-Supported Debt Service (1)

Debt Ratios: (2)
Annual Debt Service / Revenues (7.5%)
Net Debt / Personal Income (5% - 6%)
Net Debt / Capita

Assumptions:
Revenues
Personal Income
Population (3)

CAGR = Compound Annual Growth Rate
Source: FY 17 Capital Budget

( dollars in millions, principal amount )

CAGR
2016 2017 2018 2019 2020 EY16-20
$ 10474 $ 10799 $ 11848 § 11952 $ 12208 3.9%
2003 1823 1596 1356 1104 14.8%
050 1935 1826 1711 1590 6.2%
256 2382 2659 2297 1923 3.9%

$ 16873 $ 16939 $ 17929 $ 17316 $ 16825 0.1%
(95) (8.0) (6.6) (5.0) (35) 22.1%

$ 16778 $ 16859 $ 17863 $ 17265 $ 16790 0.02%
$ 1181 $ 2011 $ 2451 $ 2441 § 2535 21.0%
3%  53% 63%  63% 6.4% 19.8%
3% 29% 3.0% 2.8% 2.6% 4.1%

$ 15001 $ 15977 $ 16929 $ 16362 $ 15012 0.0%
$ 37830 $ 38224 $ 38877 $ 38936 § 39426 1.0%
$ 543910 $ 572213 $ 509610 §$ 622634 $ 64,2437 4.2%
1055173 1055173 1055173 1,055,173 1,055173 0.0%

(1) Projected Net Tax-Supported Debt Service. Reflects refunding of certain General Obligations Bonds refunded in 2015 and 2016.
(2) Based on Net Tax-Supported Debt which includes agency payments.
(3) Population estimates for 2015 are from the U.S. Census Bureau, September 30, 2015.

State Supported Revenue Debt

State Supported Revenue Debt is payable from specified revenues pledged for debt service which are not
general taxes and revenues of the State. The State provides additional credit support to repay this debt
only if the pledged revenues are insufficient to meet scheduled debt service payments.

The State provides credit support in a variety of forms. For purposes of this report, State Credit Support is
broadly defined to include a contingent commitment to make annual appropriations under a lease, a
contingent commitment to seek appropriations to replenish a special debt reserve, direct guarantees of
debt payments, commitments to pay all or a portion of debt service under certain conditions, and
commitments to provide other payments which indirectly secure or directly pay debt service.
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A contingent commitment to seek appropriations to replenish a special debt reserve is known as a “Moral
Obligation” and has special meaning to credit analysts. State laws that authorize Moral Obligation debt
require notification by the Governor to the General Assembly when a deficiency in a special debt service
reserve has occurred. The Governor then is required to request an appropriation to replenish the reserve
to its required level. Credit analysts view Moral Obligation bonds as a contingent State obligation even
though the legislative body is not contractually required to make the requested appropriation.

State Supported Revenue Debt represents a substantial contingent obligation of the State of $116.7 million
at June 30, 2015, down from $167.1 million at June 30, 2014. While this type of debt is intended to be paid
from dedicated revenues generated from financed projects, the State has provided credit support to
additionally secure this debt. Because of the implied financial commitment of State support in the event of
any unanticipated revenue shortfall, the level of this debt is an important consideration for the credit ratings
of the State’s Tax-Supported Debt. The table below presents the amounts and types of State Supported
Revenue Debt for the five years ending June 30, 2015.

Table 4
State Supported Revenue Debt: Fiscal Years 2011 - 2015
(dollars in millions, principal amount )

CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY 11-15
R.l. Commerce Corporation - Providence Place Mall $ 26,7 $ 247 $ 226 $ 203 $ 179 -9.5%
R.l. Housing 235.2 227.1 164.2 131.9 87.5 -21.9%
Industrial Recreational Building Authority - Insured
Industrial Facilities Corporation 20.8 195 16.1 14.9 11.3 -14.1%
Total $ 2827 $ 2713 $ 2029 $ 1671 $ 1167 -19.8%

CAGR = Compound Annual Growth Rate
Source: Treasury Survey of R.I. Quasi-Public Corporations.

The largest component of State Supported Revenue Debt is the Moral Obligation debt of Rhode Island
Housing, which has decreased by $147.7 million (CAGR of -21.9%) since 2011. State Supported Revenue
Debt decreased by an annual compound rate of 19.8% for the period from FY11 to FY15.

The Rhode Island Industrial Facilities Corporation (“RIIFC”) issues bonds which are secured by loans and
mortgages of private borrowers, but the bonds may be additionally secured by a voter authorized
commitment provided by the Industrial-Recreational Building Authority (“IRBA”) which is funded by State
appropriations. The portion of RIIFC’s debt guaranteed by IRBA is shown in this category.

The Commerce Corporation is authorized by the General Assembly to secure certain of its revenue bonds
with the State’s Moral Obligation with the approval of the Governor, similar to the Fidelity and Fleet
Performance Obligations described in Tax Supported Debt.

Agency Revenue Debt

Agency Revenue Debt is similar to the previous classification, except that the State has not provided any
form of credit support and no general taxes or revenues are pledged for payment of these bonds. This type
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of debt is isolated from the State’s general credit, but because the borrowers are agencies or corporations
created by the General Assembly, this debt is not as removed as Conduit Debt.

Investors would expect that the State would take no actions which would cause these bond issuers
financial harm, and the State has no legal responsibility to prevent financial defaults. However, as a
practical matter, the State facilities which are financed in this manner, such as the University of Rhode
Island, the Claiborne Pell and Mt. Hope Bridges, and the T.F. Green Airport expansion, are important public
facilities, the use of which the State may not elect to surrender in the event that the pledged revenues were
insufficient to pay debt service. For this reason, this type of debt is important to the State’s credit standing.

The State has issued general obligation bonds to finance facilities of several of the agencies shown in the
table below. Only the Revenue Debt of these agencies is presented in this table, and any other debt is
presented in the sections relating to Tax-Supported Debt.

Table 5
Agency Revenue Debt: Fiscal Years 2011 - 2015
( dollars in millions, principal amount )

CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY11-15
Airport Corporation $ 3097 $ 3008 $ 3231 $ 3156 $ 3009 -0.7%
R.l. Commerce Corporation 97.5 100.2 71.2 76.7 75.8 -6.1%
R.I. Commerce Corporation - GARVEE Bonds (1) 372.3 342.7 311.6 279.0 244.9 -9.9%
R.l. Housing 5.0 5.0 5.0 5.0 5.0 0.0%
Narragansett Bay Commission 4224 488.5 562.9 619.6 589.0 8.7%
Resource Recovery Corporation 13.1 12.2 40.0 36.5 32.9 25.9%
State University and Colleges 276.2 268.7 3115 241.7 238.6 -3.6%
Turnpike and Bridge Authority 69.2 66.8 64.3 87.1 119.2 14.6%
Water Resources Board (2) 4.1 2.3 2.3 0.6 - -
Total $15695 $1587.2 $1691.9 $1667.8 $1,606.3 0.6%

CAGR = Compound Annual Growth Rate

Source: Treasury Survey of R.I. Quasi-Public Corporations.
(1) Federally Funded

(2) Previously issued revenue bonds, dissolved in 2015

In terms of compound annual growth rate in agency revenue debt between FY 2011 and FY 2015, the
Resource Recovery Corporation experienced the largest increase (25.9 percent), followed by the Turnpike
and Bridge Authority (14.6 percent). The Narragansett Bay Commission experienced the third-highest
growth rate (8.7 percent). Overall, Agency Revenue debt grew at a compound annual rate of 0.6% from
FY11 - FY15. Because payment of this category of debt is supported by fees, charges, or other revenues,
an increase in this type of debt may be considered as one indicator of economic growth. However, either a
stable or growing economy is needed to support such debt.

Conduit Debt

Conduit Debt is issued by a State agency on behalf of borrowers, which include businesses, health care
institutions, private higher education institutions, local governments, and qualified individuals (loans for
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housing and higher education purposes). These borrowers are able to borrow at the favorable tax exempt
interest rates under the federal tax laws by having a State agency issue bonds on their behalf.

Conduit Bonds are payable from repayment of loans by the borrowers and are independent of the State’s
credit. Investors would not expect any assistance by the State in the event the borrower experienced
financial difficulties or if the debt were to default. None of the debt presented in the table below is secured
by any form of State Credit Support.

Conduit Debt, which represents the largest category of debt, decreased at a compounded annual rate of
1.1% from FY11-FY15. The agencies which experienced the most significant growth in debt were the R.I.
Infrastructure Bank and the Health and Educational Building Corporation with compounded annual growth
rates of 2.7% and 2.6% respectively.

Table 6
Conduit Debt: Fiscal Years 2011 - 2015
( dollars in millions, principal amount )

CAGR

Fiscal Years 2011 2012 2013 2014 2015  FY11-15

R.l. Infrastructure Bank $ 6712 $ 7069 $ 7469 $ 7741 $ 7465 2.7%
Health and Educational Building Corporation 2,574.5 2,7365  2,784.5 2,913.8 2,851.3 2.6%
R.l. Housing 1,416.5 1,370.7  1,397.0 1,311.7 1,261.0 -2.9%
Industrial Facilities Corporation 80.8 65.5 63.6 57.6 50.7 -11.0%
Student Loan Authority 1,026.6 863.0 762.8 698.6 611.7 -12.1%
Total $ 57696 $ 57426 $ 57548 $ 57558 $ 5521.2 -1.1%

CAGR = Compound Annual Growth Rate
Source: Treasury Survey of R.I. Quasi-Public Corporations.
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Section 4 —-Tax-Supported Debt Peer Comparison

In May 2016, Moody'’s issued its annual US State Debt Median report, which reviews and ranks Net Tax-
Supported Debt levels for US States. Net Tax-Supported Debt is measured relative to state personal

income, population, and general revenue
levels. ~ The peer states of Delaware,
Connecticut, Massachusetts, Maine, New
Hampshire, and Vermont were selected for
comparison purposes due to geographical
proximity (the New England states), population
(Delaware, Vermont, New Hampshire, Maine),
age of infrastructure (all), and concentration of
services at the state level (Delaware).

The Tax-Supported Debt to personal income
ratio (see Table 7) measures the State’s debt
paid from general taxes and revenues in
comparison to personal income, which is
considered to be a good measure of the
State’s aggregate wealth. Rhode Island’s Net
Tax-Supported Debt to Personal Income ratio
had decreased over the period from 2010 -
2015 and its ranking dropped from the 13t
highest in the country to the 15t highest.

The Tax-Supported Debt to population (per
Capita — see Table 8) ratio measures the
State’s debt paid from general taxes and
revenues in comparison to the number of
individuals in its jurisdiction, which is another
measure allowing for comparisons  of
indebtedness.

However, the ratio of Tax-Supported Debt to
population fails to consider the economic
wealth that supports the debt or the portion of
the State’s budget used to pay debt service.
Table 8 illustrates that three of the six peer

Table 7
Net Tax-Supported Debt to Personal Income

RI

National Moody's ~ Peer

Year RI Rank Median State Ave DE cT MA ME NH Vi

2005 43%  16th 2.4% 47% 55% 85% 85% 22% 13% 23%

2006 4.1%  13th 2.5% 48% 53% 80% 98% 20% 14% 22%

2007 46%  13th 2.4% 47% 55% 78% 94% 19% 13% 21%

2008 47%  12th 2.6% 46% 52% 73% 98% 19% 13% 2.0%

2009 45%  11th 2.5% 46% 54% 82% 89% 22% 13% 18%

2010 52%  13th 2.5% 50% 62% 87% 92% 22% 16% 18%

2011 47%  14th 2.8% 52% 68% 91% 94% 23% 18% 2.0%

2012 47%  13th 2.8% 51% 62% 91% 93% 21% 19% 19%

2013  45%  13th 2.6% 50% 57% 92% 9.0% 24% 18% 2.0%

2014  42%  12th 2.5% 49% 55% 9.0% 87% 23% 17% 21%

2015 37%  15th 2.5% 51% 52% 98% 95% 22% 15% 21%
Source: Moodys Investors Senice

May 6, 2016 - State Debt Medians Report
Table 8
Net Tax-Supported Debt per Capita
RI
National Moody's  Peer

Year Rl Rank  Median StateAve DE cr MA ME NH vr
2005 $ 1402 1lth $ 754 $ 1904 $ 1845 $ 3624 $ 4128 $ 606 $ 514 $ 707
2006 $ 1,687 9th $ 787 $ 1944 $ 1998 $ 3713 $ 4153 $ 603 $ 492 $ 706
2007 $ 1,766 9th $ 89 $ 2009 $ 2002 $ 3698 $ 4529 $ 618 $ 499 $ 707
2008 $ 1812 9th $ 865 $ 2150 $ 2128 $ 4490 $ 4323 $§ 743 $ 525 $ 692
2009 $ 2,127 9th $ 936 $ 2348 $ 2489 $ 4859 $ 4606 $ 760 $ 665 $ 709
2010 $ 2191 10th $ 1,066 $ 2508 $ 2,676 $ 5236 $ 4711 $ 865 $ 812 § 747
2011 $ 1997 12th $ 1,117 $ 2500 $ 2,674 $ 5096 $ 4814 $ 845 $§ 776 $ 792
2012 $ 208 10th $ 1074 $ 2529 $ 2536 $ 5185 $ 4968 $ 814 $§ 862 $ 811
2013 $ 2,064 10th $ 1,054 $ 2606 $ 2485 $ 5457 $ 4999 $§ 951 $ 864 $ 878
2014 $ 1985 10th $ 1012 $ 2593 $ 2438 $ 5491 $ 4887 $ 942 $ 848 $ 954
2015 $ 1813 13th $ 1,025 $ 2812 $ 2385 $ 6155 $ 5592 $ 928 $§ 808 $ 1,002

Source:

Moody's Investors Service
May 6, 2016 - State Debt Medians Report

states (Delaware, Connecticut and Massachusetts), have levels of debt per capita above the national

median.

This may be due to the combined factors of age of infrastructure, low population, and the

dependency on the state to shoulder greater financing responsibilities. Since 2005, Rhode Island’s Net
Tax-Supported Debt per Capita has consistently been below that of the peer state average.
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Table 9 presents the key debt ratios that Standard & Poor’s incorporates into its rating methodology and
the median levels for all states. The medians calculated by Standard & Poor’s for all states and the ratios
for the peer states are shown in the table. Standard & Poor's calculates debt service to general
government spending which is a close alternative to the ratio of debt service to general revenues calculated
by the State. This ratio shows that, like Rhode Island, three of the six peer states (Delaware, Connecticut
and Massachusetts), have levels of debt service to expenditures above the national median, and
Connecticut and Massachusetts have levels higher than Rhode Island.

Table 9
Comparison to Peer States: Standard & Poor's Key Debt Ratios
Year i RINaIONAl gop oy PeCTSBE e cT MA ME NH VT
Rank Avg

Tax-Supported Debt Per Capita

2014 $1,745 14th $957 $2,541 $2,367 $5,459 $5,121 $697 $652 $950

2015 1,708 15t 1,018 2,597 2,348 5,707 5,122 691 725 986
Tax-Supported Debtas a % of Personal Income

2014 3.61% 16t 2.40% 4.54% 5.10% 8.42% 8.70% 1.71% 1.24% 2.05%

2015 3.50% 16t 2.50% 4.63% 5.10% 8.80% 8.70% 1.70% 1.40% 2.10%
Tax-Suported Debtas a % of Gross State Product

2014 3.35% 14th 2.40% 3.95% 3.53% 7.76% 7.51% 1.66% 1.21% 2.01%

2015 3.60% 14th 3.70% 4.38% 3.50% 9.00% 8.20% 1.80% 1.50% 2.30%
Tax-Supported Debt Service as a % of General Government Spending

2014 7.30% 8th 3.70% 5.89% 6.90% 10.91% 7.95% 3.70% 3.55% 2.30%

2015 7.20% 6th 3.90% 5.72% 5.50% 12.30% 7.00% 3.50% 4.00% 2.00%
Source: Standard & Poor's U.S. State Debt Levels May Be More Sustainable Than The Condition Of The Nation’s Infrastructure, October 19, 2015
and “Debt Levels Flatine As U.S. States Prioritize Budget Management Over Investment, June 14, 2016
Note: Due to variations in calculation methods used by S&P, Rhode Island’s debt ratios in this table are different than the same ratios which are
presented in Table 2 and the ratios calculated by Moody's and presented in the Tables 7 and 8
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Section 5- Credit Profile

Rhode Island’s general obligation bonds are currently rated “Aa2/AA/AA” by Moody’s Investors Service,
Standard & Poor’'s and Fitch Ratings, respectively, all with a “stable” outlook. See Exhibit D — Credit Rating
Agency Reports. The following table summarizes the credit strengths and weaknesses as identified by the

rating agencies in their most recent reports published in April 2016.

Credit Strengths

Credit Weaknesses

Fitch Ratings

* State’s financial operations are conservatively
managed and State proactively acts to close
budget gaps

* State has experienced improved financial
position with general revenues increasing for the
fifth and sixth consecutive years in 2014, 2015

* State’s liabilities have stabilized with more
disciplined debt issuance policies, cash-funding
of projects, and settlement of pension litigation

Economic performance remains below national
levels with weaker demographic profile of very
slow population growth and a slightly older
population

State’s combined burden of debt and unfunded
pension liabilities is well above average

Moody’s « Strong financial management practices including | « Economy that has long lagged the nation’s
consensus revenue forecasting and multi-year » Weak demographics
financial planning * High relative combined debt and pension
* Consistent maintenance of reserves resulting in liabilities
positive general fund balances
* Narrow but improving liquidity
Standard & * Strong government framework and financial * Relatively weak economy compared with that of
Poor’s management as demonstrated by budget many other states with recovery of only 70% of

adjustments that closed large gaps and fully
funded reserves in recent fiscal years

* General revenue mix is a strength with no
significant concentration in a single revenue
source

jobs lost during the recession

Budget is structurally unbalanced and relies on
one-time revenues

Low pension funding levels, even after recently
adopted reforms

Moody'’s Investors Service

A recent General Obligation credit opinion by Moody’s (Aa2 rating for Rhode Island’s $117.175M 2016

issuance) cited the following as credit strengths:

e |Institutionalized governance practices such as semi-annual consensus revenue estimating

conferences and out-year budget planning;

e Consistent funding of budget reserve leads to adequate rainy day fund balances; and

e Positive trends in liquidity management, eliminating the need for short-term borrowing.

Also, the following detailed credit considerations for Rhode Island were provided:

e Economy- While the Rhode Island economy has generally lagged the nation, in the most recent
two years the state’s performance has reflected sustained growth. Rhode Island also experienced
“consistent population gains” in recent years. Also, while Rhode Island’s personal income growth
has been slower than the US, personal income in Rhode Island remains higher than the national
average.

e Finances and Liquidity- Rhode Island’s available fund balances were positive throughout the
recession. The state’s constitutional requirement to fund a budget reserve account when
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appropriations are less than projected revenues is considered a credit strength. Moody’s also cited
greater-than-expected budget surpluses as another positive.

e Debt and Pensions- The state’s overall debt burden has declined over the past 10 years, even
though the state’s debt ratios remain above average. Moody’s cites “deliberate debt reduction
policies, increased pay-as-you-go capital funding through RICAP, and gains in personal income” as
contributing to this long-run debt burden improvement. On pensions, Moody’s cites the state’s
November 2011 reform, but notes that the state’s adjusted net pension liability as a percent of state
governmental revenues is greater than the 50-state median. The state’s “substantial reduction in
OPEB liability” between June 2013 and June 2011 (the two most recent OPEB valuations) was
also noted.

e Governance- Moody’s considers the state’s “governance and financial management” to be strong.
Specific governance components cited were the consensus revenue forecasting process, multi-
year spending and revenue forecasts, and appropriating less than expected as a cushion.

In addition to providing feedback on Rhode Island’s strengthening profile, Moody's also cited three of
Rhode Island’s credit challenges:

e Long-term economic underperformance with below-average long-term employment growth rates;
e Above-average dependence on lottery and gaming revenues in saturated market; and

e Recent political controversies over the state’s appropriation for moral obligation debt insert a
degree of uncertainty over potential future challenges to this pledge.

Standard & Poor’s Rating Services

Similarly, Standard & Poor's Rating Services (S&P) assigned its ‘AA’ rating to Rhode Island’s 2016A
consolidated capital development general obligation bonds and refunding bonds. S&P stated that this rating
reflects its view of Rhode Island’s:

e Good incomes with median household effective buying income at 106% of the national level;

e Economic performance, which despite recent improvement, continues to lag the nation and is
expected to continue to do so;

e Strong financial management and fully funded general fund reserves in recent fiscal years;

e Projected budget gaps for fiscal years 2018 through 2020 that reach about 7.4 percent of fiscal
2017 expenditures in the last year and that could grow if economic conditions underperform
projections; and

e Significantly underfunded pension system, even after recently adopted reforms.

S&P also discussed Rhode Island’s government framework, identifying the “significant flexibility” to
increase the rate and base of revenue sources (and decrease expenditures), and balanced budget
requirements. In terms of financial management, S&P cited the state’s “strong” financial management,
particularly the revenue estimating conference and budget-setting practices (including 5-year financial
plans). In terms of budgetary performance, S&P noted Rhode Island has not issued TANs for cash flow
purposes since FY 2012. It also noted that the state’s general revenue mix is a strength, as there is no
significant concentration in a single source. However, the budget, in S&P’s view, is structurally unbalanced
and relies on one time revenues.
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S&P commented that the state’s economy is “somewhat weak compared with that of many other U.S.
states,” including our recent population declines and slow job recovery since the recession. Income levels
have historically been on par with the nation. Lastly, S&P found the overall level of tax-supported debt as
“moderate” (on a per capita basis); and discussed other liability-related concerns including state-share of
net pension liability and unfunded other postemployment benefit liabilities.

It is also worth noting that as part of its state rating methodology, Standard & Poor's develops a scorecard
for the five key rating factors. Between 2015 and 2016 Rhode Island’'s score improved in the areas of
budgetary performance and debt and liability profile but was slightly worse in the economy factor.

Rating Factor July 2015 Rating | April 2016 Rating
Government Framework 12 1.2
Financial Management 15 15
Economy 2.2 2.3
Budgetary Performance 2.0 1.8
Debt & Liability 2.5 2.3
Composite Score 1.9 1.8

Overall, the composite score improved overall from a 1.9 to a 1.8. Based on Standard & Poor’s
methodology a score of 1.6 to 1.8 falls into the indicative credit level of an AA+. However, in the April 2016
reports, Standard & Poor’s states, “Based on our criteria, our final rating can be within one notch of the
indicative rating. We are applying our one notch adjustment to reflect what we view as the state’s narrow
fiscal margins and continued reliance on one-time measures to close budgetary gaps during a period of
economic expansion,” which resulted in a final rating of AA from Standard & Poor’s.

Fitch Ratings
Key ratings drivers for Fitch Rating’s April 2016 rating (‘AA’) include Rhode Island’s:
e Strong fiscal management- Financial operations are “conservatively managed” and budget gaps

are proactively addressed. The Constitution mandates a limit on budget appropriations to 97
percent of revenues. There is also a 5 percent budget reserve.

¢ Financial performance stabilized — Fiscal performance is slowly recovering following the recession.
In FY 2015, tax revenues grew for the 6t consecutive year. The state also had a general revenue
operating surplus for the 6t consecutive year.

e Moderated liability position- The debt position has “moderated” with “more disciplined debt
issuance policies and cash-funding of capital projects.” Comprehensive 2011 pension reforms
helped reduce unfunded liabilities and lower ARC payments.

e Lagging economic indices- Economic performance continues to trail national trends (slower jobs
growth and a relatively high unemployment rate). Also the state’s “economic decline was among
the worst of the states during the downturn and the pace of recovery has lagged.” Fitch noted they
project continued below-average economic growth.
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Fitch also commented on other factors that contributed to the State’s rating including the following: (i)
“sluggish economic performance,” (i) improved financial position, (iii) enacted Medicaid changes, (iv)
multiyear budget outlook, (v) above-average, but stabilized liabilities, and (vi) commitment to paying debt
service on 2010 moral obligation bonds.
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Section 6 - Recommended Priorities and Issues for 2016-2017

Based on the findings of this and the preceding Debt Management Reports, the office of debt management
within the Rhode Island Treasury intends to address the following debt management priorities for the
coming year.

1.

Complete Debt Affordability Study.

The debt affordability study will provide the basis for assessing the impact of future debt issuance on
the financial position of the State and of all other issuers of debt in the State. Updating the PFMB’s debt
affordability targets, and establishing targets for municipal and quasi-public issuers, will enable
informed decision-making regarding the prudent level of additional debt that can be issued and assist in
determining how projects are financed and prioritizing capital spending. Incorporate other long-term
liabilities (pensions and OPEB) as considerations in debt affordability.

The affordability of traditional bonded debt and leases cannot be looked at in isolation. Other long-term
liabilities, including pension liabilities and other post-employment benefits (OPEB) have a significant
bearing on the level of bonded debt or leases an issuer can reasonably afford. For many issuers in
Rhode Island, particularly at the municipal level, pension and OPEB liabilities can be significant, and
credit ratings agencies have given an increased level of scrutiny to pension and OPEB liabilities in their
ratings methodologies. As such, the new debt affordability study will consider pension and OPEB
liabilities when recommending debt affordability targets for Rhode Island issuers.

Adopt Policies and Procedures That Reflect Best Practices in Debt Management.

In addition to a debt affordability study, there are other aspects of debt management that are important
to make the costs of debt issuance as efficient as possible. These best practices include adopting
guidelines on how best to issue and structure debt, which would include guidelines on the best method
of sale, choosing underwriters, municipal advisors and other financing team members. Adopting a
consistent refunding policy is also essential and will be included in a debt management policy.

Ensure procedures are in place for post-issuance compliance.

Guidance for ongoing administrative activities is also important and will cover (i) investment of bond
proceeds; (i) use of bond proceeds and understanding tax regulations; (iii) understanding and
implementing procedures to ensure compliance with continuing disclosure obligations; and (iv)
arbitrage rebate monitoring and filing.

Streamline Disclosure in Official Statement.

The State’s Information Statement contains certain historical information that has been carried over
from prior years, such as the description of the State revenues and the various tax structures. The
Information Statement be streamlined and revised to improve its value to investors.

Develop controls for reporting of debt issued by public and quasi-public agencies of the State
and municipalities.

Since debt of municipalities and quasi-public agencies can have a potential impact on the State’s
credit, procedures will be implemented to strengthen reporting of public debt at all levels. As part of the
debt affordability study required by Article 2, there will be some guidance on how much debt can be
issued and best practices in debt management. In addition, the State will consider improving
monitoring and reporting procedures and requiring approval of certain debt issues.
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Exhibits
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EXHIBIT A

The FY 2017 budget as enacted included a series of reforms to the state’s management of public debt,
which Treasury staff will be tasked with implementing. The enacted budget article accomplishes the
following:

1.

Empowers the PFMB to advise and/or assist any city or town and any municipal or regional
agency, board or commission regarding the issuance of debt.

Creates a new requirement that the PFMB annually report the total amount of state, regional,
municipal, and quasi-public corporation debt authorized, sold and unsold.

Requires PFMB to oversee the undertaking of a debt affordability study, which shall include
recommended limits for capacity, no less frequently than every two years. This affordability study
will review the capacity of state, regional, municipal, and public and quasi-public corporations that
have authority to issue revenue or general obligation bonds or notes.

Issuers of public debt must, by the end of each fiscal year, provide the following information for
each outstanding debt incurred: the principal amount of the outstanding issue; the amount of
proceeds of the issue that remains unspent; the amount of debt authorized by the bond act or other
appropriate authorization relevant to the issue that remains authorized but unissued; and a list of
purposes for which the debt has been issued and the amounts expended for each purpose in the
prior fiscal year.

Provides the PFMB the statutory authority to offer non-binding, advisory opinions on all aspects of
debt management practices of state, municipal, and public and quasi-public corporations
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EXHIBIT B
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EXHIBIT C
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increasing the BRF cap to 5% from 3% of revenues and lowering the state's appropriation cap to 7% from 98% of
revenues. if the BRF is fully funded, excess revenues flow into a capital account (RICAP). The constitutional
change also restricted the use of this fund to capital purposes. The state reports that based on the enacted budget
the June 30, 2015 BRF balance is estimated to be $184.9 miliion.

Fiscal 2015 Closes with Surplus

On a budgetary basis, the state estimates its fiscal 2015 tolal ending general fund balance at about $119 million
after re-appropriations and deposits into the BRF. As in recent years, the surplus was greater than had been
anticipated in the enacted budget. The state's recent revenye forecasts have been conservative, resulting in cash
surpluses that Rhode Island has used to help balance the subsequent year's budget.

The enacted fiscal 2016 budget of $3.55 billion increases spending about 2.2% with a projected ending surplus of
$463,5000. This slim projected margin is consistent with recent years, when actual ending surpluses have been
significantly greater than the enacted budget projection. Budget initiatives include Medicaid reforms that are
expected to save $70 milion from baseline projections and $8.2 miliion in personnel and contract savings that
have not yet been identified. Debt service savings of $64 million are programmed to benefit school construction
and economic development initiatives.

The enacted budget implemeanted a number of tax changes, including exempting social security income for certain
retirees from the personal income {ax, eliminating sales tax on energy sources to commercial users, Increasing
the cigarette tax and adjusting lodging taxes to reflect changes in the lodging market, among other initiatives. Tax
revenues are projected to decline 1.2% in fiscal 2016, but increases in departmental receipts are expected to more
than offset the tax decline and the erosion in lottery and gaming revenues.

Ri Prepares for Lottery Revenue Threat From Massachusetts Gaming Expansion

Rhode Island's budget is highly reliant on lottery and gaming revenues. The state expects that expanded gambling
in Massachusetis will reduce its lottery revenues beginning in fiscal 2016. A consultant's gaming revenue forecast
published in November 2014 formed the basis of state projections that lottery receipts would drop from about $385
miflion in fiscat 2015 to $245 million in fiscat 2020, The enacted budget reflacts a lower 2015 baseline of $378
milfion and a $48.9 million reduction in fisgal 2016 lottery revenues. The Massachusetts Gaming Commission has
awarded a slot parlor license for a facility in Plainville, 20 miles from Twin River, although the new facility is not
currently authorized to have table games. Casino licenses have been issued for projects in Springfield and
Everatt, MA, and two finalists have been identified to run another facility that may be located closer to Rhode
island and pose more of a threat to its revenues.

Liquidity

The state's liquidity position is on a generally positive trend, The state has not issued cash flow netes since 2012
and has no plans to do so in fiscal 2016. This contrasts with the state’s history of regular borrowing for cash flow
purposes; prior to 2013, the state issued tax anticipation notes in all but 6 of 23 years.

Given that historically the need to issue cash notes was only relieved in years of robust economic growth (the late
19980s and the peak of the housing bubble), the recent liquidity improvement in a lackluster economy reflects the
rebuilding of reserves and better management.

DEBT AND PENSIONS

Rhode Island's debt burden has dropped considerably over the past 10 years, although the state's debt ratios
remain above average. In our 2015 Debt Medians, the state's total tax-supperted debt was $1.88 billion, ranking
12th highest as a percent of personal income (at 4.2%). While still notably higher than Moody's 2015 50-state
median of 2.5%, Rhode Island's debt burden remains well below the near-9% level the state exparienced in the
early 1890s. The long-run improvement in debt ratios reflects deliberate debt reduction policies, increased pay-as-
you-go capital funding through RICAP, as well as gains in personal income, Most recently, the 2014 legislative
session created revenue streams for highway projects to expand the pool of resources for pay-as-you-go capital
spending.

Debt Structure

Of the state's outstanding net tax-supported debt, approximately 36% is general obligation debt. Almost $650
miillion, or a third, of the state’s outstanding debt is secured by annual legislative appropriation and includes leases,
certificates of participation and a privately-placed bank lean of about $38 miltion. The state has about $350 million



in highway bonds, including GARVEES backed by federal highway grant payments and bonds backed by the
state's motor fuels tax. All of the state's debt is fixed rate debt,

Debt-Related Derivatives
The state has no debt-related derivatives.
Pensicns and OPEB

tn November 2011, the General Assembly passed legislation to overhaul the state's pension system. Rhode
Island's reported pension funded ratio (the ratio of the actuarial value of assets to actuarial accrued liabilites) had
been consistently low, averaging less than 60% throughout the last decade. The state's low fundad ratio persisted
despite the state annuaily contributing the full amount of its actuarial required condribution. After changing certain
actuarial assumptions and methods in the spring of 2011 and before enacting pension reform, the 2010 funded
ratio on an actuarial basis plummeted to less than 50% for both the state employees' and the teachers’ systems
(for which the state takes 40% responsibility), reflecting a reported unfunded liabiity of $6.8 billion. The actuarial
valuation for fiscal 2013 reports funded ratios of 56.2% for the state employees plan and 58.1% for the teacher's
plan.

Based on 2013 data, we have calculated the state’s adjusted net pension liability (ANPL) at $6.8 billion, or 114% of
state governmental revenues. This ameunt is greater than the 50-state median ANPL to revenues of 60.3% and
places Rhode island 12th when the states are ranked by this metric. Our adjustments to reported state pension
data include an assumed 13-year duration of plan fiabilities and a market-based discount rate to value the liabilities,
rather than the long-term investment return used in reported figures. Our adjusted liability amounts currently
exclude the state’s two smaller plans, for legisiators and judges.

Rhode Istand's reform created a hybrid defined benefit and defined contribution system, suspended automatic cost
of living increases, and made other changes to sligibllity rules. The changes significantly reduced the state's
unfunded liability and its annual required contribution.

The state and plaintiffs have settled the ensuring legal actions, solidifying significant savings to the state from the
reforms.

OPEB Reforms Reduce Liability

Rhode Istand's unfunded liability for other post employment benefit costs (OPEB) Is estimated at approximately
$714 million as of June 30, 2014. The unfunded liability is comprised primarily of $597 million for state employees
and $61 milfion for state police. This represents a substantial reduction in OPEB liability since the June 30, 2011
valuation of $917 million, reflecting the impact of shifting Medicare-eligible retirees to Medicara exchanges. The
state pays contributions based on Medicare Plan F rates to retirees’ HRA accounts to purchase insurance. The
state began funding OPEB on an actuarial basis in fiscal year 2011, The fiscal 2015 OPEB ARC payment for the
state and other participating employers is a manageable $57 milfion, less than 2% of revenues.

GOVERNANCE

We consider Rhode Island's governance and financial management to be strong. The state follows a consensus
revenue forecasting process, prepares multi-year spending and revenue forecasts, appropriates less than its
expected revenue as a cushion, and is not subject to spending and revenue fimitations or voter initiatives that cen
reduce flexibility.

KEY STATISTICS

Per capita income relative to U.S. average: 105.5%

Industrial diversity (1=most diverse): 0.75

Employment volatility (U.S.=100): 94

Available balances as % of operating revenue (5-yr. avg.): 3.9%

NTSD/total governmentat revenue: 36.4%

3-year avg. adjusted net pension liability/total governmentat revenue: 83.8%



OBUIGOR PROFILE

Rhode 1skand is a small state with a population of just 1.05 million, the 43rd smallest. The economy is
commensurately smafl, with total personal income of about $51.5 billion, also ranking 43rd nationally.

LEGAL SECURITY

The bonds are a general obligation of the state, backed by a pledge of the state's fulf faith and credit.
USE OF PROCEEDS

Proceeds of the bond sale will be used to refund certain outstanding general cbligation bonds.
PRINCIPAL METHODOLOGY

The principal methodology used in this rating was US States Rating Methodology published in Aprii 2013. Please
see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, seriss or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsegquently issued bond or note of the same series or category/class
of debt or pursuant 1o a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in redation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement praovides certain reguiatory disclosures in relation to the provisional rating assigned, and in
relation o a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating In a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

The following information supplements Disclosure 10 ("information Relating to Conflicts of Interest as required by
Paragraph (a)(1){#)(J) of SEC Rule 17g-7") in the reguiatory disclosures made at the ratings tab on the
issuerfentity page on www.moodys.com for each credit rating:

Moody's was not paid for services other than determining a credit rating in the most recently ended fiscal year by
the person that paid Moody's to determine this credit rating.

Reguiatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating,

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
sach credit rating.

Analysts

Marcia Van Wagner

L.ead Analyst

Public Finance Group
Moody‘s Investors Service

Anne Cosgrove

Additional Contact

Public Finance Group
Moody's Investors Service

Contacts

Journalists: (212) 553-0376
Research Clients: (212) 553-1653



Moody's Investors Service, inc.
250 Greenwich Street

New York, NY 10007

USA

Moobpy’s
INVESTORS SERVICE

© 2015 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and
affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES
{("MIS") ARE MOOCDY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS™) MAY INCLUDE MOOGDY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALLIE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY’'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS
OWN STUDY AND EVALUATION OF EACH SECURITY THAT 1S UNDER CONSIDERATION FOR
PURCHASE, HOLDING, COR SALE.

MOQDY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOCDY'S CREDIT
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL GR OTHER PROFESSIONAL ADVISER.

ALL iINFORMATION CONTAINED HEREIN 1S PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

Alf information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided “AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
information i uses in assigning a credht rating is of sufficient quadity and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody's Publications,

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inabifity to
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,
licensurs or suppliers is advised in advance of the possibility of such losses or damages, including but not limited



to: {a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financia!
instrument is not the subject of a particular credit rating assigned by MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negfigence {but excluding fraud, willfui misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
ar;sing from or in connection with the information contained herein or the use of or inabllity to use any such
information.

NOQ WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER
WHATSOEVER.

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ™),
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have, prior to assignment of
any rafing, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees
ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address
the independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 389 657AFSL 336969 and/or
Moody's Analytics Australia Pty Lid ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to "wholesale clients”™ within the meaning of section 761G of the Corporations Act 2001, By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are
accessing the document as a representative of, a "wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is avaitable to
retail clients. it would be dangerous for “retail clients" to make any investment decision based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.

For Japan only: MOODY'S Japan K.K. (‘MJKK"} is a wholly-owned credit rating agency subsidiary of MOODY'S
Group Japan G.K., which is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned subsidiary of
MCO. Moody's SF Japan K.K. (“MSFJ") is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is nota
Nationally Recognized Statistical Rating Organization {"NRSRO"). Therefore, credit rafings assigned by MSFJ are
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are
FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJIKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (inciuding corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay fo MJKK or MSFJ (as applicable} for appraisal
and rating services rendered by it fees ranging from JPY 200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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Fitch Rates Rhode Island's $146MM GOs 'AA'"; Outlook Stable

Fitch Ratings-New York-09 July 2015: Fitch Ratings assigns an 'AA’ rating to the State of Rhode Island
and Providence Plantations $145.725 million general obligation (GO) bonds, consolidated capital
development loan of 2015, refunding series A.

The bonds are expected to sell via negotiation on or about the week of July 20, 2015.
The Rating Outlook is Stabfe.

SECURITY

The state's GO bonds are backed by a pledge of the state's full faith and credit.
KEY RATING DRIVERS

STRONG FISCAL MANAGEMENT: The state's financial operations are conservatively managed and the
state acts proactively to close budget gaps. A constitutionally mandated limit on budget appropriations to
87% of estimated revenue and 5% budget reserve contribute to fiscal stability.

FINANCIAL PERFORMANCE STABILIZED: Following a period of persistent weakening during the
recession, the state's fiscal performance has steadily recovered. In fiscal 2014, tax revenues grew for
the fifth consecutive year and Rhode Island also ended the year with a fifth consecutive general revenue
operating surplus. Fitch anticipates final fiscal 2015 results will continue this trend.

MODERATED LIABILITY POSITION: The state's debt position has moderated, with more disciplined debt
issuance policies and cash-funding of capitat projects. While the state’'s combined burden of debt and
unfunded pension liabilities is well above average, comprehensive 2011 pension reform significantly
reduced the unfunded liability and lowered annual required contributions. Recent settlement of pension
litigation preserves the vast majority of the savings and removes uncertainty.

LAGGING ECONOMIC INDICES: Rhode Island's economic performance continues to trail nationat trends
with slower jobs growth and a relatively high unemployment rate. The state's economic decline was
among the worst of the states during the downturn and the pace of recovery has lagged. Fitch
anticipates continued below-average economic growth.

hitps i fitchratings. cam/sitefitch- home/pressrelease?id=087678
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RATING SENSITIVITIES

FUNDAMENTAL CHARACTERISTICS: The rating is sensitive to changes in the state's fundamental
credit characteristics, particularly its fiscal discipline.

MORAL OBLIGATION COMMITMENT: The fiscal 2016 budget includes an appropriation for state moral
obligation debt previously issued for a now-bankrupt video game company. This is the third consecutive
enacted budget including the debt service appropriation. Rhode Island's GO rating incorporates Fitch's
expectation that the state will sustain its full support of these bonds through final maturity. Failure to
meet that commitment going forward would exert negative rating pressure.

CREDIT PROFILE

The state’'s 'AA’ GO bond rating is based on conservative fiscal management, stable financial
performance, and a manageable debt position, offset by below-average economic growth. A deep
recession and fragile recovery severely strained the stale's financial position. But since fiscal 2011,
Rhode Island's general revenue taxes have increased every year, allowing the state to add to its rainy
day fund and meet a higher statutory requirement. Fiscal 2014 results and the May 2015 revenue
update indicate continued growth. Rhode Island's enacted fiscal 2015 budget includes maintenance of
the rainy day fund at the statutory 5% of revenues, which the governor's fiscal 2016 executive budget
continues. While Fitch anticipates modest revenue growth, Rhode Island's budget outlook assumes
manageable structural gaps in the current and future years that will require continued fiscal discipline.

Rhode Island's fiscal 2016 enacted budget relies on $64.5 million in savings from this GO refunding
transaction to support one-time expenditures for economic development initiatives and a one-time
allocation to support K-12 schoo! construction. The transaction shifts debt service to the out-years to
generate savings this year and next, but does not extend final maturity of the refunded bonds and results
in net present value savings.

SLUGGISH ECONOMIC PERFORMANCE

Current economic indicators point to an economy that will be very slow to recapture employment lost in
the recession. Rhode Island's peak-to-trough nonfarm employment losses during the recession of 8%
exceeded the national decline of 6.3%. The state's employment recovery has been weak as well.
Through May 2015, Rhode Island had regained just 72.4% of the lost jobs, ranking 40th amongst states.
National employment exceeded its pre-recession peak one year ago.

In recent months, the state's pace of jobs growth has proved relatively volatile with a high of 1.8% year-
over-year (yoy) in May 2014 versus a low of 0.6% in November 2014. The three-month moving average
indicates a modestly widening gap with the national trend - in May 2015, Rhode Island's three-month
average yoy growth was 1.1% versus the national rate of 2.2%, while one year earlier the gap was 1.5%
for Rhode Island versus 1.8% for the U.S. The gap between Rhode Island's and the nation's

hitps /Awww. filchvalings.com/siteflitch-homefpressreleaseid= 887678
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unemployment rate has slightly narrowed. Rhode Island's May 2015 unemployment rate of 5.9%
improved notably from 7.9% the prior year, and is now 107% of the national level versus 125% in May
2014.

The state's consensus economic forecast (last updated in May 2015) calis for modest employment
growth of 1% for fiscal 2015, with the recovery improving modestly in fiscal 2016 (1.5% employment
growth). The fiscal 2015 and 2016 estimates are down from the May 2014 estimates of 1.4% and 2.4%,
respectively. Fitch anticipates the state's growth will remain below national levels over at least the
medium term, particularly given its weaker demographic profile of very slow population growth and a
slightly older population.

IMPROVED FINANCIAL POSITION

Despite the weak economic performance, general revenues increased for the fifth consecutive year in
fiscal 2014 with continued growth estimated for fiscat 2015, signaling a modest but continuing fiscal
recovery and allowing Rhode Island to maintain its budget reserve at the full 5% requirement of generai
revenues (estimated $185 million at June 30, 2018). Fiscal 2014 ended with a general revenue fund free
surplus of $67.8 million (inclusive of all transfers and adjustments). Revenue from the personal income
tax (PIT, 32.5% of general revenues) increased 2.7% yoy, while sales tax revenue (26.7% of general
revenues) increased 4.2%. The PIT growth came despite the lingering effects of income acceleration in
the prior year which held back PIT growth in other states. Overall, general revenue fund (GRF) tax
revenues increased 3.7% and total GRF revenues increased 3.2% yoy, essentially in line with the final
forecast. The $3.4 biflion in total revenues was the first time GRF revenues exceeded the pre-recession
peak.

Fitch anticipates continued revenue growth in fiscal 2015 with continued full funding of the statutory
reserve. The enacted fiscal 2015 budget, using the May 2014 revenue estimating conference (REC)
forecast, relied on 2.2% GRF tax revenues (and 1.7% total GRF revenues) growth. The May 2015 REC
forecast for fiscal 2015 is for more robust growth of 7.2% on GRF tax revenues and 5.4% on total GRF
revenues. The revised projection of a $118.6 million GRF free surplus is a substantial improvement from
the $575 thousand in the enacted budget.

For fiscal 2015, the estimated surplus is largely atiributable to strong revenue over-performance in
personal income and business taxes that the state prudently characterizes as largely non-recurring. PIT
estimates in the May 2015 REC forecast are up $59.1 million versus the November 2014 estimate and
$69.7 million from the enacted budgel. REC analysis indicates the bulk of the gain is in capital gains
related collections so the forecast does not assume similar growth in fiscal 2016. Business taxes, which
are historically volatile, accounted for $46.4 million of the $108.4 million improvement in fiscal 2015 tax
revenues per the May 2015 REC forecast versus the November 2014 forecast. The revenue gains
allowed the state to address fiscal pressures including $20 million in unanticipated Medicaid costs and
$25 million for employee contract raises which the enacted budget did not account for.

hitps A fitchr atings.com/site/fitch-home/pressrelease?id=087678
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ENACTED BUDGET INCLUDES MEDICAID CHANGES

The fiscal 2016 enacted budget addresses a $190.4 million current services gap, which is somewhat
higher than in recent years, primarily through expenditure reductions and use of the fiscal 2015 ending
balance, partially offset with tax structure changes. The most significant expenditure reductions ($70
million) are in Medicaid via the Governor's Reinventing Medicaid Act. In February, the governor created
an independent commission with representatives from the healthcare industry, unions, advocacy groups,
and the legisiature to develop proposals to address Medicaid spending and health outcomes. The
legislature largely adopted the commission's recommendations for the fiscal 2016 budget. As with many
states, Medicaid is a key cost driver and the state's efforts to control costs will be a factor in future
budgetary flexibility. Revenue changes in the fiscal 2016 budget are relatively modest, totaling an
estimated $35 million in net declines; $24 million is attributable to the elimination of sales and use tax
levies on utility services for commercial users.

Rhode Island's multiyear budget cutlook shows challenges, but structural budgetary protections mitigate
associated risks. In February the governor forecast current services general revenue fund deficits of
$75.2 million and $211.8 million in fiscal years 2017 and 2018, based on the enactment of the executive
budget proposals. In addition to lackluster economic growth, a key driver of the shortfalls is a reduction in
lottery and gaming-related revenues due to the anticipated opening of gaming facilities in adjacent
southeastern Massachusetts. The constitutional funding formula that calculates contributions to the
budget reserve account (capped at 5% of generat revenues) limits annual appropriations to 97% of
estimated revenues, providing an important fiscal cushion. With the rainy day fund at its statutory cap,
excess revenues flow to a capital projects fund, thereby reducing debt issuance.

ABOVE-AVERAGE, BUT STABILIZED LIABILITIES

Pension reforms of 2011 mitigated the ongoing credit pressure from the state's long-term liability levels,
which Fitch now views as manageable for the state. Recent settlement of Iitigation regarding these, and
earlier, pension changes preserves nearly all of the savings and removes a negative credit risk. The
state's debt ratios are moderate, with net tax-supported debt of $2.1 billion equal to 4.3% of 2013
personal income. This is down from 5.3% of personal income at the end of fiscal 2009. The state
continues to moderate debt levels through increased cash funding of capital projects. In November 2014,
voters approved several GO bond referenda previously approved by the legislature, authorizing $248
million in additional GO bonds in the next several years. In Fitch's view, the state retains sufficient debt
capacity for this additional projected issuance.

On a combined basis, the burden of the state's net tax-supported debt and Fitch-adjusted unfunded
pension obligations equals 11% of personal income, well above the median of 6.1% for U.S. states (as
reported in Fitch's 2014 pension update). The calculations include 100% of the liability for state
employees in the employees' retirement system {ERS), 40% of the teachers’ liability in ERS (the state
share), and 100% of the liability for the judicial retirement benefit trusts and the state police retirement
benefits trust. The ERS liabilities encompass over 97% of the unfunded liabilities attributed to the state
by Fitch.

hitps fwnww fitchr atings. com/site/fitch-homefressrelease?id=987678
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Prior to significant recent reforms, the state's liability position was characterized by notably low funding
levels (48.4% for ERS as of June 30, 2010) and high unfunded liabilities. The state undertook two rounds
of pension reform in 2011; in the first round, the state made a variety of adjustments, including reducing
the return assumption to 7.5% from 8.25%, reducing the rate of inflation, and increasing the life
expectancy of retirees, which raised the state's unfunded actuarial accrued liability (UAAL).

In late 2011, a second round of reform (Rhode Island Retirement Security Act, or RIRSA) included
establishing a hybrid defined benefit-defined contribution system and making future cost-of-living
adjustments (COLAs) contingent on investment performance and the funded level of the plan. For fiscal
2014, the state reported systern-wide funded ratios for the state employees' and teachers' portion of
ERS of 57.4% and 59.6%, respectively. Under the new GASB 67 reporting standard, the system-wide
ratios of pension assets to liabilities for the state employees' and teachers' portion of ERS are 58.6% and
61.4%, at the end of fiscal 2014. Under current actuarial assumptions, the state's actuary projects ERS
to reach full funding in 2035.

Earlier this spring, the state reached a settlement agreement with unions challenging RIRSA and other
recently enacted pension reforms that preserved 92% of the savings (based on an actuarial analysis
provided by the state). By resolving the litigation on favorable terms, Rhode Island addressed a key
downside credit risk. The state's actuary estimates the settiement will increase annual state contributions
modestly, beginning with a $17.2 million increase in fiscal 2017. Under the settiement, the reported June
30, 2014 UAAL for all affected plans (including those for local governments) increases by a modest $280
million, or 6.3%.

EXPECTATION OF COMMITMENT TO MORAL OBLIGATION

The state's willinghess to continue paying debt service on bonds issued in 2010, with a moral obligation
commitment from the state, on behalf of a now bankrupt videa game company are an important credit
consideration for Fitch. While there has been significant public debate about the state's commitment, the
fiscal 2014 and 2015 enacted budgets included the full debt service appropriations. The fiscal 2016
enacted budget also includes a full appropriation for expected debt service needs. As in prior years, the
final appropriation will be net of any proceeds the bond trustee receives from related litigation.

Failure to fully appropriate for debt service on moral obligation bonds that were originally issued by a
state agency would lead Fitch to reassess the state's commitment to bondholders and likely trigger
negative rating action on the state's GO and appropriation-backed debt ratings. Consistent with Fitch's
criteria for moral obligation pledges, Fitch does not anticipate moving those ratings below investment-
grade as these moral obligation bonds were a project-specific commitment with limited direct state
involvement in the company.

UNINTENTIONAL LATE COPS SINKING FUND PAYMENT NOT A CREDIT CONCERN
in April, the state unintentionally missed a $1.2 million required sinking fund principal payment on 2009

Hitps:/Avww fitchr atings com/sitefitch-home/pressrelease?id=987678
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certificates of participation (COPs) issued for construction of a new School for the Deaf. Fitch does not
view the missed payment as a credit concern as it reflects a minor administrative issue and does not
indicate any diminished state commitment to the project or any fiscal stress. Rhode Island’s fiscal 2015
budget included the required appropriation, but the trustee's invoice request for payment on related
bonds did not include the sinking fund payment for the 2009 COPs. The state discovered the oversight
during its year-end financial close-out process and began the payment process immediately.

Contact:

Primary Analyst

Eric Kim

Director
+1-212-908-0241
Fitch Ratings, Inc.
33 Whitehall Street
New York, NY 10004

Secondary Analyst
Marcy Biock
Senior Director
+1-212-908-0239

Committee Chairperson
i.aura Porter

Managing Director
+1-212-908-0575

Media Relations: Sandro Scenga, New York, Tel: +1 212-908-0278, Email:
sandro.scenga@fitchratings.com.

Additional information is available at 'www.fitchratings.com'.

in addition to the source of information identified in the Tax-Supported Rating Criteria, this action was
additionally informed by information from IHS.

Applicable Criteria

Tax-Supported Rating Criteria {(pub. 14 Aug 2012)

(https:/iwww fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=686015)
U.S. State Government Tax-Supported Rating Criteria (pub. 14 Aug 2012)
{https:/Mww fitchratings.com/creditdesk/reports/ireport_frame.cfm?rpt_id=686033)

htips:/Awww fitchr atings.com/siteffitch-home/pres srelease?ig= 887673
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Additional Disclosures

Solicitation Status (https://iwww fitchratings.com/gws/en/disclosure/solicitation?pr_id=987678)
Endorsement Policy (hitps://www fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?
context=2&detail=31)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
(http:/ffitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
"WAWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF THIS
SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR
ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD
ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY
PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

ENDCRSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced outside
the EU may be used by regulated entities within the EU for regulatory purposes, pursuant to the terms of
the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory Disclosures
{(hitps:/iwww fitchratings.com/regulatory) page. The endorsement status of all International ratings is
provided within the entity summary page for each rated entity and in the transaction detail pages for all
structured finance transactions on the Fitch website. These disclosures are updated on a daily basis.

hitps:/www fitchratings .com/sitefitch-home/pressrelease?id=987678
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Pursuant to Rhode Island Public Laws Section 42-10.1-8
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2. Notice of PFMB Meeting Dated December 2, 2014

3. Draft Minutes of December 4, 2014 PFMB Board Meeting

4. Minutes of December 3, 2015 PFMB Board Meeting
Approving December 4, 2014 Minutes

No other documents were reported.



Public Finance Management Board

FY 2015 Activity
FY 2015

10.067.1910994 Revenues (1) S 87,647
10.067.1910104 Expenditures (2)

Personnel $ 97,733

Annual Retainer for F.A. § 25,000

Legal S 6,095

Banking and Debt Mng Fees S 5,098

All other Operating $ 17

Total Expenditures $ 133,943

(1) Revenues are derived from a 1/40th of 1% fee on
debt issuances and deposited to a departmental
revenue account in the general fund. The revenues
become available for use by the State for any

activity it deems appropriate.

(2) Expenditures to the program are independent of

revenues collected, and are instead appropriated
annually, in amounts required for operations.

Prepared by Office of the General Treasury 39/19/2016



Public Finance Management Board
Notice of Meeting

The next meeting of the Public Finance Management Board has been scheduled for

Thursday, December 4, 2014 at 9:00 a.m. in Room 205, on the second floor of the State House,
Providence, Rhode Island.

Agenda

1. Callto Order
2. Membership Roli Call
3. Approval of Minutes of Meeting held December 5, 2013*
Note: meetings of 3/20/14, 6/19/14 & 9/18/14 were cancelled due to lack of any
volume cap applications
4. New Request for Approval *
e Rl Student Loan Authority — Allocation of portion of residual
volume cap and allow carry forward of same amount $100,000,000
s RIHMFC — Allocation of a portion of residual volume cap, and
allow carry forward of the same amount $196,825,000

5. Other Business

* Board Members will be asked to vote on this item

Posted on Tuesday, December 2, 2014



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
PUBLIC FINANCE MANAGEMENT BOARD
MEETING OF BOARD MEMBERS
December 4, 2014

A meeting of the members of the Public Finance Management Board (“PFMB”) was held on Thursday,
December 4, 2014 at 9:05 a.m. in Room 205, State House, Providence, Rhode Island pursuant to duly
posted public notice of the meeting and notice duly given to all members.

Membership Roll Call:
The Honorable Gina M. Raimondo, General Treasurer and Chair — not present
My. Steven Filippi, Public Member
Mr. Thomas M. Bruce, 111, Public Member - not present
Stephen Hartford, Director, Department of Administration
Mr. Robert A. Mancini, Public Member — not present
Mr. W. Lincoln Mossop, Public Member - not present
Mr. Edward F. Yazbak, Public Member
Mr. Christopher Feisthamel, Designee for Treasurer Raimondo

The following Staff members were present: Mr. Eugene Bernardo, Esq., Legal Counsel from Partridge
Snow & Hahn LLP, and other members of the Treasurer’s Staff. Also present were: Richard Hartley and
Kara Lachapelle from the Rhode Istand Housing and Mortgage Finance Corporation (“RIHMFC*) and
Charlie Kelley and Noel Simpson from the Rhode Island Student Loan Association (“RISLA™). There
being a quorurm, the meeting was called to order at 9:05 a.m.

Mr. Feisthamel moved to the first agenda item:
Consideration to approve the Public Finance Management Board Minutes. Mr. Hartford moved; Mr.
Filippi seconded a motion. The following motion was passed by these members who voted in favor: Mr.
Filippi, Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve the Minutes of the December 5, 2013 PFMB Regular Meeting.

Mr. Feisthamel moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RISLA. Mr. Yazbak moved; Mr. Hartford
seconded a motion. The following motion was passed by these members who voted in favor: Mr. Filippi,
Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve an allocation of volume cap in the amount of $100,000,000 to the
Rhode Island Student Loan Authority (RISLA); and to allow that allocation to be carried
forward and that the Board’s legal counsel be directed to file the necessary tax forms with the
Internal Revenue Service (IRS) in connection therewith.

Mr. Feisthamel moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RIHMFC. Mr. Hartford moved; Mr. Yazbak
seconded a motion. The following motion was passed by these members who voted in favor: Mr. Filippi,
Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve an allocation of volume cap in the amount of $196,825,000 to the
Rhode Island Housing and Mortgage Finance Corporation (RIHMFC); and to allow that
allocation to be carried forward and that the Board’s legal counsel be directed to file the
necessary tax forms with the Internal Revenue Service (IRS) in connection therewith.




Other Business. Mr. Feisthamel opened the floor to other business. There being none, Mr. Feisthamel
entertained a motion to adjourn the meeting.

Mr. Yazbak moved, Mr. Hartford seconded and the following motion was passed. The following
members voted in favor: Mr. Filippi, Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.
VOTED: To adjourn the meeting,

There being no further business, the meeting adjourned at 9:25 a.m.

Respectfully submitted,

Gina M. Raimondo
General Treasurer
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Public Finance Management Board
Regular Meeting Minutes
Thursday, December 3, 2015
9:00 a.m.

Room 205, State House

A meeting of the members of the Public Finance Management Board (“PFMB”) was held on
Thursday, December 3, 2015 at 9:05 a.m. in Room 205, State House, Providence, Rhode Island, pursuant to
duly posted public notice of the meeting and notice duly provided to all members.

Roll Call of Members

The following members were present: E
The Honorable Seth Magaziner, General Treasurel and Chalr
Mr. Shawn Brown, Public Member :
Mr. Michael DiBiase, Director, Depaﬂment of Admlmstratlon -
Mr. Robert A. Mancini, Public Member -
Mr. Joseph Reddish, Public Member '

Also in attendance: Mr. Eugene Bernardo, Esq , Legal Counse1 from Partridge Snow & Hahn LLP, Mr.
Jeffrey Padwa, General Counsel of the General Treasirer’s Office, and other members of the Treasurer’s
Staff; Barbara Fields, Richard Hartley and Kara Lachapelle from the Rhode Island Housing and Mortgage
Finance Corporation (“RIHMEC™);. and Charlle Keliey and Noel Sxmpson from the Rhode Island Student
Loan Association (“RISLA™). =

There being a quorum, the meetlng was cailed to order at 9 05 a.m.

Approval of Mlnutes

Mr, Magazmer moved to the first agenda item:

Consideration to approve the Public Finance Management Board Minutes. Mr. Mancini moved; Mr. Brown
seconded a motion. The following motion was passed by these members who voted in favor: Mr. Magaziner,

Mr. Brown, Mr. D1B1as_e Mr. Mancml__and Mr. Reddish.
VOTED: To approve the dra_f_t_ of the Minutes of the December 4, 2014 PFMB Regular Meeting.

New Request for Approval

Mr. Magaziner moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RISLA. Mr. Charles Kelley, Executive Director of
RISLA, presented RISLA’s application and discussed, among other items, the Authority’s debt issuance
history and its upcoming plans, its historical ability to carryforward volume cap issuance, the student loan
marketplace, low default rates and the occasion for RISLA to provide refinancing opportunities to existing
student loan debtors. Mr. DiBiase moved; Mr, Mancini seconded a motion. The following motion was
passed by these members who voted in favor: Mr. Magaziner, Mr. Brown, Mr. DiBiase, Mr. Mancini and
Mr. Reddish.

VOTED: To approve an allocation of volume cap in the amount of $60,000,000 to the Rhode
Island Student Loan Authority (RISLA); and to allow that aliocation to be carried forward and that

1

December 3, 2015




IV.

the Board’s legal counsel be directed to file the necessary tax forms with the Internal Revenue Service
(IRS) in connection therewith.

Mr. Magaziner moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RIHMFEC. Ms. Kara LaChapelle, Director of
Finance and Technology of RIHMFC, joined by Ms. Barbara Fields and Mr. Richard Hartley, presented
RIHMFC’s application and discussed, among other items, the Corporation’s debt issuance history and its
upcoming debt issuance plans, its historical ability to carryforward volume cap issuance, the increased
demand for single and multi-family loans. Mr. Reddish moved; Mr. Brown seconded a motion. The
following motion was passed by these members who voted in favor: Mr. Magaziner, Mr. Brown, Mr.
DiBiase, Mr. Mancini and Mr. Reddish.

VOTED: To approve an allocation of volume cap in the amount of $241,515,000 to the Rhode
Island Housing and Mortgage Finance Corporation (RIHMFC); and to allow that allocation to be
carried forward and that the Board’s legal counsel be directed to file the necessary tax forms with the
Internal Revenue Service (IRS) in connection therewith.

Discussion of State Debt Practices
Members discussed the role that PEMB would assume as part of the Treasurer’s recommendations for
overhauling public debt management and oversight, and specifically the scope of the study that the Treasurer
has recommended of the state’s debt management practices to be conducted by the state’s new financial
advisor, Public Resources Advisory Group (“PRAG”). Member Robert Mancini, president of the Rhode
Island Society of Certified Public Accountants, offered his organization’s pro bono assistance with debt
analysis. All members voiced their agreement that the study should be done; to meet again in January after
Treasury works with PRAG, the Socwty of CPAs, and others to de31gn the scope of the study; and that the
PFMB will meet more frequently moving forward. :

Statutory Required Training of New Members

Mr. Jeffrey Padwa explained that state law requires that members of the PFMB board are required to be
trained within six months of appointment on statutory provisions, regulations, the Code of Ethics, the Access
to Public Records Act and the Open Meeting Act. He reviewed the PFMB statute and regulations with the
members. The Open Meetings Act, APRA and the Open Meetings Act were reviewed and it was explained
how they apply to PFMB and its board members. He went on to review the code of ethics and members®
responsibilities. Mr. Padwa added that trainings are offered by the Attorney General’s office, if members are
interested.

Mr. Magaziner opened the floor to other business. There being none, Mr, Magaziner entertained a motion to

adjourn the meeting. Mr. DiBiase moved, Mr. Mancini seconded and the following motion was passed. The

following members voted in favor: Mr. Magaziner, Mr. Brown, Mr. DiBiase, Mr. Mancini and Mr. Reddish.
VOTED: To adjourn the meeting.

There being no further business, the meeting adjourned at 10:10 a.m.
Respectfully submitted,

Seth Magaziner,
General Treasurer
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